The study sample included 5,270 community-dwelling beneficiaries with continuous Medicare coverage, supplemental Medicare insurance, and either full-year prescription drug coverage or no prescription drug coverage at all during the year (i.e., beneficiaries with prescription benefits for only part of the year were excluded). In 1999, approximately 80 percent of noninstitutionalized Medicare beneficiaries with some form of insurance supplementation had prescription drug coverage.
Overall, the researchers found that people who lived in urban areas were more likely to have drug coverage, as were married people. Individuals with certain chronic conditions, like heart disease, cancer, arthritis, diabetes, and hypertension were also more likely to have coverage. Black people were less likely to have coverage, as were those in excellent health.
The pre-Part D findings hold relevance today, the researchers say, because they suggest "that the most important factors underlying the selection process can be captured through information in beneficiaries' Medicare claims files, and to that extent can be managed through risk adjustment."
The research team determined that, even when controlling for factors such as health status and income, people with drug coverage had substantially higher drug use because coverage reduces the effective outof-pocket costs of prescriptions. The price elasticity for prescription drugs was estimated at -0.54, meaning that a 10 percent decrease in the cost of drugs results in a 5.4 percent increase in utilization. This estimate, the researchers say, is slightly higher than in previous samples, possibly because of differences in data and methods as well as to changes in the pharmaceutical market, including new drug approvals and innovations in marketing directly to consumers. "Even this slightly higher elasticity estimate, however, can lead to significant changes in the cost of the benefit," they say, in conclusion.
